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W have audited the financial statements of this lccal unit of govemnment and rendered an opinion on financial statements prepared in
accordance with the Statements of the Gavemmental Accounting Standards Board (GASE) and the Uniform Repoviing Format for
Einancial Staternents for Counfies and Lacal Linits of Govemment in Michigan by the Michigan Depariment of Traasury.

We affirm that:

1. We have complied with the Bulletin for the Audits of Local Units of Govemnmment in Michigan as revised.

3 We are certified public accountants reglstered 1o practice in Michigan.

wWe further affirm Ihe following. "Yes™ responses have been disclosed in the financial staterments, insluding the notes. or in the fepen of
comments and recommendations

vou must check the applicable box for each item below.

E Yes |_£| Mo 1. Certain componem units/fundsfzgencies of tne local unit are excluded from the financial statements.

_—]v.gs z| Mo 2. Thare are accumulated deficits in one or more of this unit's unreserved fund balancesfratained eamings (F.A.
275 of 1980).

E]‘res D Mo 3. There are instances of non-compliance with the Uniform Accounting and Budgeting Act (P-A 2 of 1968, as
amanded}.

No 4. The logal unit has violated the conditions of either an order issued under the Municipal Finance Acl or its
requirements, or an oraer issued under tha Emergency Municipai Loan At

M vYes

[

I:| Yes ﬁ_ﬂ Na 5. The local unit holds depos isfinvestments which do nol comply with statutory requirements. (F.A. 20 of 1843,
as amended MCL 128.91], or P.A. 55 of 1982, as amended [MCL 38.1132]}

|_1 Yes E[ No B The local unit has been delinguent in distribuling tax ravenues that were collected for ancther laxing unit,
The local unit has violated the Constiutional requirement (Article 9, Section 24) 10 fund cument year amead
D‘r’es E Mo 7. pension benefits fnermal costs) in the current year. If the plan is more than 100% funded and the overfunding

credits are more than the normal cost requirement, na conlibutions are due (paid during the year).

[Jves ]No & The iocal unit uses credit cards and has not adopied an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

[ves [f Mo 9. Thelocal unit has not adopted an investment poiicy &5 required by A, 196 of 1997 (MCL 129.95).
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| The latter of comments and recommendations. ‘/
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Hart, Michigan 49420

[ndependent Auditor's Report

We have audited the accompanying finendd datements of eech mgor fund of the Hart Area Fire
Adminigrative Board, Oceana County, Michigan, as of June 30, 2005 and for the fiscd year then
ended as shown on pages 2 and 3, which cdllectivdly comprise a portion of the Board' s basic
finendd Satements reguired by accounting prindples generdly accepted in the United Siates of
Ameica These finendd saements are the reponghility of the Board's manegemet. Our
respongihility is to express an opinion on these finandd satements based on our audit.

We conducted our audit in accordance with auditing sandards generally acogpted in the United
Saes of America and with the sandards presribed by the date treesurer. Those dandards require
thet we plan and perform the audit to obtain ressonable assurance about whether the finendd
datements are free of materid misstatement.  An audit indudes examining, on atest bess
evidence supporting the amounts and disdosures in the finendd datements. An audit dso
indudes assessing the accounting prindiples used and sgnificant edimeates made by manegemert,
aswdl as evauding the overdl finencid Satement presentation.  We bdieve thet our audit
provides a reesonable bads for our opinion.

Manegement has nat presented government-wide finendd datements to display the finenad
pogtion and changes in finandd pogtion of its governmentd activities, busnesstype adtivities,
and discretdy presanted component units. Acoounting prindples generdly accepted in the United
Saes of America reguire the presantation of government-wide finendd datements. The amounts
thet would be reported in government-wide finandd satements for the Board's governmenta
adtivities are not reesonably detlermineble

In our opinion, because of the effects of the matter discussad in the preceding paragraph, the
finendd saements refared to above do not presant farly, in conformity with accounting
prindples generdly acoepted in the United States of America, the finanad pogtion of the Hart
Area Hre Adminidraive Board, as of June 30, 2005, or the changes in its finendd pogtion or its
cash flows, where gpplicable, for the year then ended.

Kewdons = St

Hendon & Sae PC.
Catified Public Accountants
October 19, 2005
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HART AREA FIRE ADMINISTRATIVE BOARD
Governmentd Fund Bdance Shest

June 30, 2005
Gaad
Fund
ASETS
Cach and Equivdents $ 139693
Due from Other Governments 35276
Totd AsHs $ 174969
LIABILITIES AND FUND EQUITY
Lighilities
Accrued Payrall $ 14780
Payrall Ligbilities 1
Totd Lidhilities 14,781
Fund Ecity
Fund Bdance 160.188
Totd Liahilities and Fund Equity $174.969

The Notes to the Finencid Statements are an integrd part of this Satement.



HART AREA FIRE ADMINISTRATIVE BOARD

Govenmental Fund Statemeant of Revenues, Expenditures and Changes
in Fund Bdance
For the Year Ended June 30, 2005

Genad
Fund
Revenues
Contributions from Locd Units $ 14104
Rambursements and Other 3426
Interest 1552
Totd Revenues 146,082
Expenditures
Public Sfety 93100
Cepitd Outlay 82
9392
Excess Revenues Over Expenditures 52,160
Fund Bdance - Beginning 108028
Fund Bdance - Ending 160,188

The Notes to the Finendid Statements are an integrd pat of this Satement.



HART AREA FIRE ADMINISTRATIVE BOARD

Notes to the Financial Statements
June 30, 2005

NOTE A SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Reporting Entity. The entity is organized as an Administrative Board for the Hart Fire
Department whose purpose is to provide fire protection for the City of Hart and the
Townships of Golden, Hart, and Weare. The Fire Administrative Board’'s membership
is comprised of representation from the participating governmental units. Each unit
involved contributes an amount based on its State Taxable Valuation.

The financial statements include al activities of the Fire Administrative Board. There
ae no governmenta departments, agencies, institutions, commissions, public
authorities or organizations within the Board, over which its elected officials may
exercise oversight responsibility, that have been excluded. Oversight responsibility is
considered to be derived from the Board’'s power and includes, but is not limited to,
financial interdependency, sdlection of governing authority, designation of
management, ability to significantly influence operations and accountability for fiscal
meatters.

Also, using the same criteria above, the Fire Administrative Board’'s financial
statements include the accounts of all Board operations.

2. Measurement Focus, Basis of Accounting and Financid Statement Presentation .
Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrua basis of accounting. Revenue is
recognized as soon as it is both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the government considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period.
Expenditures generdly are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated
absences, and claims and judgements are recorded only when payment is due.

Contributions from loca units and other revenue that are both measurable and available
for use to finance operations are recorded as revenue when earned. Other revenue is
recorded when received.

3. Assets, Liabilities, and Fund Balance

Bank Depodsits and Investments - Cash and cash equivalents are considered to be cash
on hand, demand deposits, and short-term investments with a maturity of threes month
or less when acquired. Investments are stated at fair value. Pooled investment income
is generally alocated to each fund based on the cash balance in each fund.



Notes to the Financial Statements (Continued)

Receivables and Payables - In general, outstanding balances between funds are reported
as “due to/from other funds”. Activity between funds that is representative of
lending/borrowing arrangements outstanding at the end of the fiscal year is referred to
as “advances to/from other funds’.

Inventories and Prepaid Items - Payments for inventoriable types of supplies are
recorded as expenditures at the time of purchase. Normally expenditures are not
divided between years by the recording of prepaid expenses. There were no material
inventories at year-end.

Fund Baance - In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Designations of fund balance
represent tentative management plans that are subject to change.

4. Budgets and Budgetary Accounting. The General Fund is under formal budgetary
control. The budget shown in the financial statements for this fund was prepared on a
basis not significantly different from the modified accrua basis used to reflect actual
results and consists only of those amounts contained in the formal budget approved and
amended by the Board.

In the body of the financid statements, the Fire Administrative Board’'s actual
expenditures and budgeted expenditures for the budgetary fund has been shown on a
functional basis. The approved budgets for this budgetary fund was adopted at the line-
item level.

P.A. 621 of 1978, Section 18(1), as amended, provides that a local unit shall not incur
expenditures in excess of the amount appropriated. During the year no material
overexpenditures occurred.

5. Economic Dependency. Based on current fire protection agreements, the magjority of the
Board' s financing comes in the form of special assessments from four units of
government. The assessment is paid in installments by the participating units over the
Board's fiscal year.

6. Encumbrance Accounting. The Fire Administrative Board does not use encumbrance
accounting.

7. Edimates. Managements uses estimates and assumptions in preparing financial
statements. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosures of contingent assets and liabilities, and the reported revenues
and expenditures/expenses. Actua results could differ from those estimates.



Notes to the Financial Statements (Continued)

NOTE B

DEPOSITS WITH FINANCIAL INSTITUTIONS

Legal or Contractual Provisions for Deposits and Investments. The Michigan Political
Subdivisions Act No. 20, Public Acts of 1943, as amended by Act No. 196, Public Acts of

1997, states the Board, by resolution, may authorize the Treasurer to invest surplus funds
as follows:

1

10.

Bonds, Securities, and other direct obligations of the United States or an agency or
instrumentality of the United States.

Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a
financial institution which complies with Subsection (2).

Commercial paper rated at the time of purchase within the two highest classifications
established by not less than two standard rating services and that matures not more than
270 days after the date of purchase.

Repurchase agreements consisting of investments listed in 1.

Bankers acceptances of United States banks.

Obligations of the state or any of its political subdivisions that at the time of purchase
are rated as investment grade by not less than one standard rating service.

Mutual funds composed of investment vehicles which are legal for direct investment by
a public corporation.

Obligations described in 1-7 if purchased through an interlocal agreement under the
Urban Cooperations Act of 1967, 1967(Ex Sess) PA7 MCL 124.501 to 124.512.

Investment pool organized under the Surplus Funds Investment Pool Act, 1982 PA 367,
129.111 to 129.118.

The investment pools organized under the Local Government Investment Act, 1985
PA 121, MCL 129.141 to 129.150.

Types of Deposits and Investments. The Fire Administrative Board maintains all of its
surplus cash in alocal bank in the form of time and demand deposits, all of which isin
accordance with statutory requirements. The Board holds all deposits in its own name.
Following is a schedule of deposits:



Notes to the Financial Statements (Continued)

Carrying Vaue Market Value
Demand Deposit - Huntington Checking $ 4,000 $ 4,000
Money Market - Huntington LUG 74,296 74,296
Money Market - Huntington 51,397 51,397
Time Deposit - Huntington CD 10.000 10.000
Total Deposits $ 139,693 $ 139,693
FDIC Insured $ 88,296 $ 88,296
Money Market 51,397 51,397
Total Deposits $ 139,693 $ 139,693

NOTE C

Investments are normally categorized to give an indication of the level of risk
assumed by the Board; however, money market funds are not categorized because
they are not evidenced by securities that exist in physical or book entry form.
Management believes that the investments in the funds comply with the investment
authority noted above.

RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts; theft of, damage
to and destruction of assets; errors and omissions; and natural disasters for which
the Township carries commercial insurance. Liabilities in excess of insurance
coverage, if any, are reported when it is probable that a loss has occurred and the
amount of the loss can be reasonably estimated.



HART AREA FIRE ADMINISTRATIVE BOARD

Budgetary Comparison Schedule
For the Year Ended June 30, 2005

Original Final
Budget Budget Actua
Revenues
Contributions from Loca Units
City of Hart $ 29,742 29,742 $ 29,742
Golden Township 63,946 63,946 63,946
Hart Township 30,520 30,520 30,520
Weare Township 16,896 16,896 16,896
Reimbursements and Other - - 3,426
Interest - - 1,552
Total Revenues 141,104 141,104 146,082
Expenditures - Public Safety
Salaries
Administration 5,000 5,000 2,190
Firemen 35,000 35,000 26,720
Payroll Taxes 3,000 3,000 2,426
Administrative Expense 7,000 7,000 4,784
Supplies
Telephone 1,500 1,500 1,122
Gas and Ol 3,000 3,000 2,199
Insurance 17,000 17,076 17,076
Utilities 5,000 5,000 3,952
Repair and Maintenance
Truck 10,000 10,000 5,544
Radio 25,000 25,000 12,142
Building 5,000 4,924 1,116
Equipment 20,604 20,604 13,829
Capital Improvements 4,000 4,000 822
Total Expenditures 141,104 141,104 93,922
Excess Revenues (Expenditures) $ - $ - 52,160
Fund Balance - Beginning 108,028
Fund Balance - Ending $ 160,188

Favorable

(Unfavorable)

$ -

3,426
1552

4,978

12,858

6,775
3.1/8

47182
$ 52160
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(k5 Financial )

November 7, 2005

Hart Area Fire Administrative Board
PO Box 125
Hart, Michigan 49420

Dear Board Members:

In connection with our audits of Hart Area Fire Administrative Board as of and for the year
ended June 30, 2005, we offer the following comments and recommendations.

Books and Records

We would again like to commend the treasurer on the condition of the books and records. We
found them in excdlent condition and needed only to make a few minor adjustments, except
that the prior year adjustments were not entered into the system. We have provided the
treasurer with copies of the adjustments that we made so that the Board's records may be up-
dated.

Budgeting
Last year we noted an unusua item, the purchase of a fire truck, which was not included in the

budget. We did not note any unusud items this year. However, we again noted that the
budget document does not include al information required by the State. The State Budget Act
for loca units of government indicates the recommended budget must include the following
for each fund:
e Actua expenditures for the most recently completed fisca year;
* edimated expenditures for the current fiscal year (to be arrived at by using actud
expenditures to date and estimating expenditures to the end of the fiscd year);
* an estimate of the expenditures for the next fisca year;
e actual revenue for the mogt recently completed fiscd year;
« edimated revenue for the current fiscal year (to be arrived at by using actud revenue
to date and estimating revenue to the end of the fisca year)’
e an egtimate of the revenue in the next fisca year;
e beginning and ending fund balance for each year;
* an estimate of the amounts needed for deficiency, contingent, or emergency
PUrposes,
» other data rating to fiscal conditions that the chief administrative officer considers
to be useful in considering the financia needs of the locd unit.

We are again enclosing a sample budget document to assist you with understanding this
requirement. This information should be provided to the Board when every preparing the
budget for any fisca year. Please refer to the Budget Act and the Genera Appropriations Act
for further information on these requirements.
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Hart Area Fire Administrative Board
November 7, 2005

Page 2

GASB 34 - Basic Financid Statements - and Management’s Discussion and Analysis - for State and Local
Governments

As we noted last year, the Board has elected to not fully implement GASB 34 as required by generdly accepted
accounting principles. Therefore, the enclosed audit report indicates this departure from generally accepted
accounting principles. The statements which are presented in the financid statements this year are in accordance
with the State guidance which indicates that a governmenta unit may elect to adopt GASB 34 except for the
omission of the following sections will not result in any sanctions: the Government-wide financid statements, the
Management’s Discussion and Analysis and the Infrastructure Reporting.  Since the financia statements do not
include these items, we were required to indicate the departure in the audit report. If the Board eects to fully
comply with the standard in the future, we will need to receive additiona information at that time.

We would be happy to assist the Board with the implementation of any of the above recommendations, including
adopting GASB 34. Please fed free to contact our office for such assistance. Also, thank you for the courtesy
extended to us during our audit. We look forward to a continued relationship with the Hart Area Fire
Adminigrative Board. If you have any questions regarding the audit report, this letter or any other
communication, please do not hesitate to call.

Respectfully submitted,

W'Deé/u?}w; a4

Jodi DeKuiper, CPA
Hendon & Slate, P.C.
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